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SUMMARY 


The performance of the economies of Guadeloupe, Martinique and 
French Guiana in 1976 was a mixed one. Unemployment remained a 
chronic problem; inflationary pressures remained strong; limited 
progress was made by agriculture and by the small industrial 
sector; export-import trade increased, and tourism made gains. 
All three departments remained overwhelmingly dependent on ex- 
penditures by the French government to maintain current levels 
of economic activity and development. 








CURRENT ECONOMIC SITUATION AND TRENDS 


Government Policy and Spending 


Again, as in past years, the French departments of Martinique, Guade- 
loupe and French Guiana remained overwhelmingly dependent upon the 
French government's local expenditures to retain their relatively high 
standard of living. Recently published statistics show that govern- 
ment expenditures and derived commercial transactions accounted for 
about 76 percent of Martinique's Gross Product. In 1972, the last year 
for which statistics are available, the net deficit in current accounts 
for the three departments amounted to $265 million. Since then, the net 
deficit has increased considerably. Between 1970 and 1975, government 
transfers to the departments approximately doubled. In Martinique, for 
instance, transfers of public funds amounted to $118.7 million in 1970, 
and in 1975 reached $251.8 million (about $775 per capita at the current 
rate of exchange). 


Government policy aims at bringing the local economies up to the level 
of that of Metropolitan France, principally by developing agriculture, 
tourism and light industries. In addition, the Government is committed 
to raising social welfare benefits to bring them more in line with those 
in Metropolitan France. 


Wages, Employment and Prices 


Under-employment and unemployment continued to be major problems. Accord- 
ing to government statistics, between 20 and 25 percent of the labor 
force of the three departments was unemployed or partially employed in 
1976. In Martinique, for instance, of an estimated worker force of 
104,800, some 20,500 persons were unemployed; in Guadeloupe and French 
Guiana the situation was generally the same. Over 50 percent of the 
population of the departments is under 21 years of age, and employment 
opportunities for younger people are especially limited. This has led to 
the emigration of several thousand workers to Metropolitan France in 
recent years. 


In 1976, although inflationary pressures were weaker than in the preced- 
ing year, the cost of living rose about 10.3 percent in both Martinique 
and Guadeloupe. The upward trend in living costs resulted in the govern- 
ment raising minimum wages about 12 percent on both islands. The current 
minimum wage rate is probably the highest in the Caribbean and has had 
the side effect of making French Antillean agricultural products non-com- 
petitive with those from Africa or other Caribbean areas. The wage in- 
creases forced local hotels to pass along their higher costs to tourists, 
and by the end of the year, fears were again expressed, as they are 
periodically, that Martinique's and Guadeloupe's tourist industry would, 
if the trend continued, price itself out of the reach of the average 
middle-class French and North American tourist. 


Import-Export 


Even after taking into account the effects of inflation, exports-imports 
showed vigorous growth in 1976. Martinique's imports surged ahead from 
1,217 million francs in 1975 to 1,542 million in 1976. Guadeloupe's 
imports jumped from 1,315 million francs to 1,515 million in the same 
period. Export performances were equally good. Martinique's exports 
rose some 32 percent by value, from 368.5 million francs in 1975 to 
490.3 million in 1976; Guadeloupe's jumped 32 percent from 352.6 million 
francs to 429.4 million in the same period. By far the larger part of 
trade continued to be conducted with the franc zone, with France supply- 
ing Martinique with almost 70 percent of all its imports. The EEC coun- 
tries supplied 9 percent, while the rest came from all other non-franc 
zones. 


Agriculture and Industry 


Agricultural performance was spotty in both Guadeloupe and Martinique in 
1976. While part of the problem lay in prolonged droughts during part 

of the year, agriculture continued to be plagued by long term structural 
problems which so far have defied solution. In Martinique, banana pro- 
duction was up, but sugar production was down; and rum production declined 
about 12 percent. In Guadeloupe, volcanic activity on Basse-Terre island 
hindered the production of bananas, but sugar production had a good year, 
increasing about 10 percent; rum production stayed about the same. 


Industrial development was disappointingly slow in both islands, and des- 
pite the efforts of both the public and private sectors, no major plants 
moved into the French Antilles during 1976. It remains widely recognized 
that new industries must be attracted to bring about sustained develop- 
ment, and the Chambers of Commerce led an effort to study ways and means 
of promoting industrial development. So far, however, the results have 
been limited. In Martinique in 1976, some 14 small industries were formed, 
creating some 105 new jobs. In Guadeloupe, some 380 new jobs were created 
by investments which totaled 63 million francs. 


Tourism 


The tourist industries of both Martinique and Guadeloupe turned in strong 
performances in 1976, partly as a result of the construction of new hotels 
which took place in 1974 and 1975. In Martinique, tourist arrivals reached 
148,000, about 20 percent more than the previous year. Guadeloupe's tour- 
ism would have increased even more, except that volcanic activity on 
Basse-Terre tended to keep tourists away in the latter part of 1976. 


At the end of the year, the Civil Aeronautics Board's approval of appli- 
cations by American Airlines and Eastern Airlines to provide non-stop 

service between New York/Newark and Martinique/Guadeloupe was warmly re- 
ceived in the French West Indies. The local tourist industry hopes that 








the increased air service with the U.S. will attract larger numbers of 
American tourists throughout the year and give the island additional 
income. 


French Guiana 


Useful analysis of French Guiana's economy must await publication of 
economic statistics for recent years (see enclosed table). However, un- 
official estimates about Guiana's economic development in the period 
since 1972 suggest a modest but steady increase in economic activity, 
without, however, any important structural changes taking place. Thus, 
the construction of housing units is thought to have increased from 478 
in 1972 to at least 500 to 600 residential units annually in the period 
1973-76; the production of lumber and shrimp probably remained steady or 
increased slightly; and export-import activity is thought to have in- 
creased some 15 percent annually, about the same as the increases which 
Guadeloupe and Martinique have registered. The tourist industry, how- 
ever, remained largely non-existent. 


Although French Guiana's economy remained underdeveloped, natural re- 
sources are clearly available for exploitation. In 1975, French and 

U. S. paper manufacturing companies began studying prospects for estab- 
lishing a pulp-paper processing industry in Guiana. At the same time, 
the French government announced large scale plans to develop Guiana's 
resources, including the necessary infrastructure support for a pulp- 
paper industry. The plans also include developing an important agri- 
culture project. Unofficial estimates suggest the French Government's 
outlays for these projects will amount to about $125 million. Prospects 
for the future seem to be good, but they depend upon the willingness of 
the French government to assume the cost of building the infrastructure 
for sustained industrial development. 


IMPLICATIONS FOR THE UNITED STATES 


Opportunities for U. S. Exporters 


Martinique, Guadeloupe and Guiana are integral parts of France, and no 
duties are imposed on imports from Common Market countries. However, 
third country exports are at a disadvantage, and American products suffer 
from the additional disadvantage of relatively infrequent sea transpor- 
tation from U. S. ports. In recent years, American exports to the French 
Antilles have declined relative to those of the Common Market countries, 
althcugh some of the larger American firms have taken advantage of possi- 
bilities of exporting products of the Metropolitan French subsidiaries 

to these areas. 


Nevertheless, U. S. exports possess certain advantages. The French 
Antilles are closer to the U. S. than to France and air freight rates 
are fully competitive. The large number of U. S. tourists visiting the 
Antilles provide a market for various products used in the tourist in- 
dustry. Possibilities exist for exports of U. S. capital goods and 
durables, as well as building supplies, air conditioners, household 
appliances, and similar products. In Guiana, efforts to stimulate a 
forestry and pulp-paper industry may provide significant opportunities 
for all kinds of equipment used in the logging industry and related 
infrastructure projects. 


Increased imports of U. S. foodstuffs are also possible, particularly 
those items useful for hotel and tourist trade. Other U. S. products 
which may enjoy increased demand in the future are ready made clothes and 
sports equipment. 


American Investments Desired 


In line with its policy to promote economic growth and raise living 
standards to the level of that of Metropolitan France, the French Govern- 
ment welcomes investments from abroad. Prospects for U. S. investments 
appear reasonably good. Various advantages are provided by the French 
administration such as tax exemptions and Government loans in order to 
encourage new investments. At present, however, few American business 
concerns operate in the French West Indies; the International Paper 
Company has plants in Martinique and Guadeloupe; United Fruit Company has 
a banana-growing project in Guadeloupe, and Bacardi Rum's facility in 
Martinique reprocesses local rum for shipment to Europe. U. S. invest- 
ments can be aided by the branch bank of Chase Manhattan, which opened 

in April 1972 in Guadeloupe and in January 1973 in Martinique. 
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